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Real Estate in Hampton Roads

Real estate plays a vital role in the economy and constitutes where the citizens and visitors of
Hampton Roads live, work, shop, and stay. Hampton Roads real estate remains in a very
fragile state since the onset of the great recession in 2007. Construction employment has de-
clined by 15,500 positions since 2005, the peak of residential home building. The number of
building permits issued fell from over 11,000 in 2005, to a low of 3,966 in 2010, to 7,377 in
2013. The value of permits issued in the region has followed a similar path, as the average
value of single family permits decreased 9.9% between 2007 and 2013.

Homeownership declined from its peak in 2004, but that resulted from increasing home
prices making housing unaffordable. With the decline in home prices, housing has become
more affordable, with a family earning the region’s median income able to afford 80.3% of
homes sold in the fourth quarter of 2014. Mortgage rates are also exceptionally low com-
pared to long-term trends, improving affordability of housing. Unfortunately, reports indi-
cate that credit standards remain exceptionally tight since the financial crisis, making it diffi-
cult for individuals to access mortgages.

One result of the housing correction and lower home ownership rates has been growth in
multifamily construction, as builders take advantage of higher rents relative to the cost of
homeownership.

While the vacancy rate of retail space has not increased significantly across the region, it is
important to note that all real estate is local, so trends across the region will not necessarily
manifest themselves in individual pockets of Hampton Roads. The industrial market vacancy
rate remains elevated, despite little growth in industrial square footage over the past five
years.

While there has been some recovery in construction, general weakness in the Hampton
Roads labor market suggests that the housing market will repair itself gradually over time,
but without the rapid home price appreciations experienced in some of Hampton Roads’ ref-
erence metropolitan areas (those with populations between 1 and 3 million).
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Figure 7.1 Building Permits in Hampton Roads
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Figure 7.2 Value of Building Permits in Hampton Roads
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Figure 7.3 Per Unit Value of Single Family Building Permits in
Hampton Roads
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Figure 7.4 Pre-Owned and New Construction Home Sales in
Hampton Roads
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Figure 7.5 Homeownership Rates in Hampton Roads

Hampton Roads Home Ownership Rate
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Figure 7.6 Construction Employment in Hampton Roads
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Figure 7.7 Housing Price Index in
Hampton Roads, Virginia, and the U.S.

Why is it important? FHFA Home Price Index
The FHFA Home Price Index 25%
measures repeated sales of homes
to capture the true increase in the
cost of housing. Rising home val-
ues serve as an asset to families,
but also represent a rising cost of

== Hampton Roads , === Virginia e==TU.S.

20% /‘v \
15% /\\\
10% | _

Year-over-Year Growth in Home Price Index

living for workers regionally. 5% -
0%
How are we doing?
The interesting factor for housing -5%
in Hampton Roads was although 10%
it experienced a similar decline to V
that of the Nation and the Com- -15%
monwealth from 2007 to 20009, its 20%
decline in 2011 was significantly 5 D D DDA DD DDA
worse. Additionally, Hampton QQQQQQNQQ&QQ&QJQ@‘QQ@QQ@QQ@QQQ%QQQO’QQ\’QQ#Q\’\’Q‘Q@Q‘Q@Q‘Q\’NQ
, : , I I S M S S S RN
Roads’ home prices declined again
in 2014. Source: Federal Housing Finance Agency, HRPDC
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Figure 7.9 Housing Opportunity Index

Why is it important? NAHB/Wells Fargo Hampton Roads
The ability to purchase housing 100 Housing Opportunity Index
improves the quality of life by of-

fering individuals the opportunity
to take advantage of the benefits
associated with homeownership.
This index estimates the percent-
age of homes sold that are afford-
able to a family earning the re-
gion’s median income.

90

Housing Opportunity Index
(% of Homes Sold Affordable to a Median Income Family)

How are we doing? 30

Housing affordability has in- 20

creased in Hampton Roads as a 10

result of lower home prices, lower 0

TnteresF rat'es, and steady growth DD O D S DD SO
in median incomes. N I A U S R N T 2

Source: National Association of Home Builders, Wells Fargo, HRPDC

Figure 7.10 30 Year Conventional Mortgage Rates
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Figure 7.11 Gross Leasable Retail Space in Hampton Roads
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Source: Old Dominion University Center for Real Estate and Economic
Development, HRPDC

Figure 7.12 Hampton Roads Industrial Market Vacancy Rate
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